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by James G. Boyle, President, MSADA

Friends in High Places

During one of the worst downturns in our
history, the RMV remains a valuable ally

I

n this month’s issue of Auto Dealer we decided to re-introduce RMV Registrar Rachel Kaprielian, not only because
she will be speaking again at this year’s Annual Meeting but
because we wanted to remind dealers that, despite the recent
troubles we’ve faced, we have allies in state government who
know exactly what we’re going through.
Rachel is one of our most important collaborators in maintaining clarity and efficiency in our relationships with the
Commonwealth. Despite budget struggles across the entire
spectrum of government in Massachusetts, since taking the
job last year Rachel has made things run more smoothly while
listening to our concerns and working to implement changes.
We keep up our end, too. Your Association meets quarterly with
the RMV, including Rachel, to make sure we’re all on the same
page and to highlight issues that need work. We look forward to
continuing that relationship in order to better serve our members.
As always, if you have any concerns or questions about anything to the RMV please don’t hesitate to contact the Association at (617) 451-1051. If we don’t have an answer, we’ll help
point you in the right direction.

MSADA Reminds Saturn Dealers of
Available Counsel
With Roger Penske’s deal to buy the Saturn brand falling
through, the most recent reports indicate that the franchises
will be terminated by 2010. While the situation may continue to evolve, we would like to remind Saturn members that
should you have any questions about your rights during this
process, please do not hesitate to contact your Association at
rokoniewski@msada.org.

‘Right to Repair’ Letter Writing
Campaign
As I pointed out last month, we need to work on making
sure we don’t get drowned out in the noise coming from the
after-market auto parts industry in the “Right to Repair” debate currently taking place on Beacon Hill. I would love to see
dealers write letters to their local papers, especially to papers
that wrote about the issue such as The Cape Cod Times, putting our point of view out there. Feel free to pilfer ideas from
the one Executive Vice President Robert O’Koniewski wrote
for The Boston Globe last month:

Auto dealers see no need for this legislation
The Massachusetts State Auto Dealers Association and our
437 franchise dealers take strong issue with your Sept. 11 editorial regarding the “right to repair’’ legislation (“Car repairs:
May the best mechanic win’’).
In reality, automakers already make available to independent repair shops all the information and equipment they need
to diagnose, service, or repair a motor vehicle. The repairers
just do not want to pay for them.
In contrast, our dealers receive nothing for free from their
franchise manufacturers. Dealers spend a lot of money annually as required by their franchise agreements to purchase tools,
equipment, and parts, to improve and maintain repair facilities, and to train their employees to meet their manufacturers’
certification standards. If they do not, they can lose their franchise. (Now repeat all those expenditures for any dealer who
repairs vehicles outside of the franchise make.)
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Msada Board
Further, the independent repairers’ claim that they are struggling because they don’t have access to repair information is ludicrous. The
Globe reported recently on how the auto repair and after-market parts
industries are thriving because car owners are spending money on repair work rather than taking on new car payments. In fact, more than 70
percent of all post-warranty repairs are performed outside of franchised
dealerships.
If there were a real problem, we would be right there supporting the
bills. In reality, the “right to repair’’ bills are bad public policy and unnecessary.

Welcome to a New Director

Barnstable County
Gary Beard, Dick Beard Chevrolet

Berkshire County
[Open]

Bristol County
Shawn O’Hara, O’Hara Mazda

Essex County
William DeLuca, Woodworth Motors
Ann Regan Flynn, Regan Ford, Inc.

Franklin County
Steven Lorenz, Don Lorenz, Inc.

Charles Tufankjian, owner of Toyota Scion of Braintree and Suzuki
of Weymouth, signed on last month as an MSADA Director for Norfolk County. We’ll be profiling him in this magazine soon. We believe in
maintaining a strong board, and it’s certainly best for all of our membership to have every county represented. Especially for Berkshire, Worcester and Hampshire counties, if any dealers are interested in joining in
please give me a call.

Preparation Continues for Annual Meeting/
Preview Night

Hampden County
Jack Sarat, Jr., Sarat Ford

Hampshire County
[Open]

Middlesex County
James Boyle, Tuck’s Trucks
Chris Connolly Jr., Herb Connolly Motors
Scott Dube, Bill Dube Hyundai

Norfolk County

Once again we are combining the MSADA Annual Meeting and Auto
Show Preview Night Party on the same day – Tuesday, December1 – to
take advantage of the wonderful facilities at the BCEC. The theme for
the day is “Honoring Our Dealers – Past, Present, and Future.”
The Annual Meeting for our dealers will begin with a buffet luncheon
at Noon, with the meeting being called to order promptly at 1 p.m.
Scheduled speakers are Jim Ziegler, renowned industry guru/commentator, Rachel Kaprielian, and Jason Stein, editor of Automotive News.
Member dealers who attend the meeting will also receive two free
tickets at registration to the Preview Night Party. Member dealers will be
able to purchase additional tickets to the Preview Night Party in advance
for $50 each.
Non-member dealers and other parties may attend the Annual Meeting for a ticket charge of $50 each. Preview Night Party tickets will cost
$100 if purchased in advance and $125 at the door.
There will be a champagne reception from 6 – 7 p.m., at which time
the Party will kick off and run until 9 p.m.
In keeping with the day’s theme, should you have any memorabilia
you would be willing to loan us for the day, please contact Irene Varao
at (617) 451-1051 or ivarao@msada.org.
t
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Jack Madden, Jr., Jack Madden Ford
Charles Tufankjian, Toyota Scion of Braintree

Plymouth County
John Santilli, Sr., The Nissan Center

Suffolk County
Robert Boch, Expressway Toyota

Worcester County
Joel Baker, Baker Cadillac

Medium/Heavy-Duty Truck Dealer
Director-at-Large
[Open]

Immediate Past President
Dana S. Goodfield, Dana Automotive

NADA Director
Raymond Ciccolo, Village Auto Group

Officers
President, James G. Boyle
Vice President, John Santilli, Sr.
Treasurer, Steven Lorenz
Clerk, Jack Madden, Jr.
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Political Action

Dealers Face Bewitching
Hour in Congress
Dealers parry first thrust by Congress for new consumer regulations,
while dealers-OEMs-Congress-NADA negotiate dealer rights

by Robert O’Koniewski, Esq.
MSADA Executive Vice President

T

he national economy is experiencing some
of its worst numbers since the early 1980s when
economic activity ground to a halt and unemployment surpassed 10 percent. After industry
bailouts, and GM and Chrysler bankruptcies, and
attempts to get the car retail market moving with
Cash for Clunkers, Congress now feels it is apparently the time to create additional layers of
regulation to duplicate that which is already in
place and make dealers’ jobs just a little bit more
difficult. There is never a dull moment when it
comes to Congress and the individual agendas of
535 legislators, never mind the president and his
various agency heads and “czars.”

Consumer Financial Protection
Agency Act
As a result of last year’s near meltdown of certain financial markets and institutions, Congress
and the Obama administration are contemplating the creation of a new regulatory structure to
oversee financial activities at all levels.
What is going on now in Congress is a classic
example of legislative prestidigitation.
Massachusetts Congressman Barney Frank
(D-Newton), who chairs the House Committee on Financial Services, has been working on
legislation – H.R. 3126, the Consumer Financial
Protection Agency Act – that would create a new
federal agency, the Consumer Financial Protection Agency, to regulate all financial products,
including dealer-assisted financing. As initially
drafted, this bill would result in numerous costs
to credit providers (including those that did not
contribute to the credit meltdown), produce uncertainty in the market place, and limit consumer
OCTOBER 2009 Massachusetts Auto Dealer www.msada.org

financing options.
In the right hand, a dealers’ exemption. On
September 22, 2009, Chairman Frank issued a
memorandum to his House colleagues explaining
his proposed changes to the initial draft legislation. Chairman Frank stated that the intent of the
CFPA would be to not disrupt merchants, retailers, and other non-financial businesses; however,
the CFPA would set strong rules that all financial
institutions – both banks and non-banks – would
have to follow when providing financial products and services to consumers to create a level
playing field and remove the current competitive
disadvantage that adversely impacts traditional
banks and thrifts. The Frank memorandum noted
that a number of “businesses will not be subject
to CFPA regulation for acting in their traditional
capacities,” and auto dealers were included on
the list of exemptions. In reviewing the “auto
dealer” and “merchant” exemptions language,
however, NADA counsel determined that the
proposed language did not accomplish what was
intended.
On October 1, an MSADA contingent of President Jim Boyle, Directors Chris Connolly and
Scott Dube, Executive Vice President Robert
O’Koniewski, and legislative agent Jim Hurrell
met with Congressman Frank’s chief legal counsel and the Committee’s counsel, as well as with
members of Congressman William Delahunt’s
staff, who helped arrange the meeting. Your Association leadership discussed specifically how
the proposed legislation, even with the so-called
exemptions, would adversely impact auto dealers
and their customers. Congressman Frank’s staff
agreed to entertain proposed language changes

MSADA
that would address the uncertainty in the
language. We also briefly discussed other
issues affecting dealership operations,
such as floorplan lending and consumer
credit, and we were asked to provide additional information on those subjects.
But what is in the left hand? Within a
week of our meeting, various so-called
consumer advocacy groups issued press
releases attacking efforts by Congress
that contemplated the exclusion of auto
dealers from the proposed regulatory
plan. What was once a pledge from the
Committee to exclude dealers from the
new law suddenly became a fight to include dealers in the legislation. A coalition of 38 non-profit groups submitted a
letter to Chairman Frank that urged the
Committee to ensure that dealer-assisted
financing is among the financial products
to be covered in the legislation. Among
the non-profit groups that signed the
letter were the Consumer Federation of
America, the NAACP, and the Center for
Responsible Lending. In their letter the
groups mentioned longstanding gripes
about lemons, faulty repairs, towing disputes – all things that have nothing to do
with dealer-assisted financing of vehicle
transactions. These groups use any opportunity to bash our industry.
NADA noted that auto lending is already regulated by all 50 states, the
Federal Reserve Board, and the Federal
Trade Commission. Also, NADA stated
that a review of complaints filed with
the FTC showed that auto-related complaints were only 1 percent of those filed
in 2008. Identity theft was the highest at
26 percent.
Regardless of the facts, the Committee,
seemingly frightened by the consumer
groups’ rhetoric, backed away from the
commitment to exclude dealers from the
regulations.
As a result of our meeting with the staff
of Chairman Frank, Congressman Delahunt, and the Committee, NADA crafted
an amendment that would do what Chairman Frank pledged in his memorandum
to his colleagues – exempt dealers from
the proposed law. Congressman John

Campbell (R-Calif.) offered the amendment in Committee. After several delays
on the roll call spread out over a week, the
Committee finally voted on October 22,
47-21, to approve the dealers’ exemption
as written in the Campbell Amendment.
The two other Massachusetts Democrats
on the Committee, Michael Capuano (DSomerville) and Stephen Lynch (D-South
Boston), sided with Chairman Frank and
voted “no” on the amendment.
This battle won is just the first step in
a lengthy legislative process. The House
Energy and Commerce Committee,
which also has partial jurisdiction over
the new agency, will have an opportunity to consider the bill before a House
vote. This committee is chaired by Henry
Waxman, a liberal Democrat from California, which gave us the intrusive Car
Buyers’ Bill of Rights several years ago.
His committee recently authored the cap
and trade bill with its carbon tax that has
caused so much controversy over the last
several months. The Senate will have to
go through a similar deliberative process.
Dealers can expect our opponents to try
to strike or revise the Campbell Amendment. To protect the Campbell Amendment from being eliminated or watered
down, we will need to continue our conversations with our Congressional delegation.
We will keep members informed as to
the status of this legislation.

Restoration of Dealers’
Franchise Rights
On September 30, representatives from
the national Committee to Restore Dealer Rights, led by DC-area dealers Tammy Darvish and Jack Fitzgerald, joined
representatives from NADA, ATAE and
NAMAD in Washington to meet with
executives from both GM and Chrysler.
Congressional leaders addressed the assemblage and, while strongly encouraging the parties to craft a non-legislative
solution, made it clear that HR2743/
S1304 and the LaTourette Amendment
continue to be viable options. Talks between the CRDR, GM, and Chrysler
www.msada.org

have yet to yield any substantive nonlegislative solution. We will keep you
apprised of any developments as they
should occur.
Please note that Congressman Michael
Capuano (D-Somerville) became the
fifth Massachusetts Congressman (joining Delahunt, Frank, McGovern, and
Tierney) to sign on to H.R. 2743, which
now has 284 co-sponsors.

‘Red Flags’ Rule Enforcement
Starts November 1
Dealers are reminded that enforcement
of the Federal Trade Commission’s (FTC)
“Red Flags” Rule is scheduled to begin
November 1, after two previous FTCinitiated delays. All dealers must have
an Identity Theft Prevention Program in
place by this date. The program must include reasonable policies and procedures
to identify, detect, and respond to patterns, practices, or specific activities that
could indicate identity theft. (Member
dealers can access our website – www.
msada.org – to review our numerous bulletins on this subject matter.)
Further, since Fall 2008, NADA has
offered several chances to participate in
a Webinar designed to guide dealers in
formulating the ITPP. Also, in August
2008, all NADA members received a
copy of A Dealer Guide to the Red Flags
and Address Discrepancy Rules: Protecting against Identity Theft. It includes
various ITPP templates. These templates
and various worksheets are also available electronically at no charge to NADA
members. These include risk assessments, sample clauses for service provider agreements, and a sample compliance document. To obtain these, one can
email NADA Management Education at
me@nada.org. Use the subject line “ITPP
Template”, and include your name, title,
dealership address, and NADA member
ID number. Finally, for additional information from the FTC, dealers can visit
www.ftc.gov/redflagsrule.
t
MSADA Executive Vice President
Robert O’Koniewski can be reached at
rokoniewski@msada.org
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Cover Story

The Other Side
of the Counter
By Tom Nash

As a state representative with a Registry of Motor Vehicles branch
in her district, Rachel Kaprielian received more than a few calls
complaining about its service. As the most visited state agency,
the RMV is a favorite punching bag for any frustrated citizen who
drives – that’s five million potentially unhappy customers.
A year after being asked to run it, Kaprielian says despite
massive budget cuts she’s determined to make it more efficient
than ever.
The switch from legislator to agency head came with a
steep learning curve. At 40, however, Kaprielian had already
served as an elected official for 15 years, beginning her career as a Watertown town councilor.
Kaprielian caught the political bug after working on
State Sen. Warren Tolman’s re-election campaign. The
next year, she ran for town council.
“I realized I liked asking what they thought was important,” she recalled. “I think it had everything to do
with the fact that it was my hometown.”

In the midst of the worst economy
since the Depression, Rachel Kaprielian
says customer service remains the priority
of the Registry of Motor Vehicles.
OCTOBER 2009 Massachusetts Auto Dealer www.msada.org
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Kaprielian compared her first days at the top post at the Registry
in June 2008 to “drinking out of a fire hose.”
“One of the things I learned about the Registry when I walked
in the door is how many moving parts there are,” she said. “When
I was a State Rep., I had 42,000 constituents, and now I feel like I
have five million. I feel like everyone who drives is a constituent.”
Ann Dufresne, the RMV’s communications director, says Kaprielian brought a renewed emphasis on customer service with her to
the Registry – bringing the experience of a legislator who knew
when her constituents were unhappy with its service.
“It’s your first experience with state bureaucracy. We recognize
that,” Dufresne said. “That’s the experience [Kaprielian] brought
with her to the Registry — the understanding and a new culture
that customer service is going to be job one, because we are the
face of state government.”

Partners and Customers
On top of the five million people who at some point go to
branches for renewals on licenses and registrations, Kaprielian
says the RMV’s interaction with dealers has also been a focus
during her tenure.
“Dealers have two relationships with the Registry, they’re our
partners and customers too,” Kaprielian explained. “Any nexus
between (dealers) needing stuff from our branches is an immediate
impact, that’s one of the things that I learned.”
Kaprielian estimated that in 2009 there will be between four
and six hundred thousand electronic vehicle registrations – which
bring in more desperately needed income for the agency.
“We love them for that,” Kaprielian said. “But (dealers) are our
customers as well, so we’re very careful to maintain those relationships and be reciprocally responsible for one another.”
Since taking the post, MSADA President Jim Boyle and Executive Vice President Robert O’Koniewski have met quarterly with
Kaprielian to ensure dealers’ concerns are being addressed, such as
speeding up lien releases and title transfers.
Kaprielian and MSADA had their first quarterly meeting just before the 2008 MSADA Annual Meeting, where she will again meet
with dealers this year.
“Working with Registrar
Kaprielian has created a
great dialogue between our
dealer members and the
RMV,” O’Koniewski said.
“She was a real superstar
in the Legislature, and is
proving to be one of the
Patrick Administration’s
best appointments.

RMV Registrar Rachel
Kaprielian is known
for working behind the
counter at branches.
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“I think her background as a legislator has made her more inclined to seek out the opinions of people affected by her decisions,
and in our case the RMV-dealer relationship continues to grow
stronger.”

Tough Decisions
Like the Massachusetts dealer community, the RMV has also
been hit hard by the economic struggles that began just after Kaprielian came to the job. Faced with a $13 million budget cut, Kaprielian closed several RMV branches and did away with mailed license renewal notices. Reaction from both the press and the public
has been less than sympathetic.
Kaprielian insists, however, that with a slashed budget her top priority is maintaining staff levels and improving customer service.
“The whole kit and caboodle of the challenge has been holding on to the budget, and being mindful that … you can’t have
good customer service if you’re cutting front-line jobs,” Kaprielian said.
“Our budget is clear. Everybody deals with us once a year, at
least, with inspection stickers,” she added. “When you say Registry of Motor Vehicles, everybody gets it. When the Legislature
cuts the budget, our agency gets cut by $13 million. There are some
agencies [where] you’ll feel that down the road. At the Registry of
Motor Vehicles, it’s the next morning. People say ‘OK, I’m waiting 15 minutes longer today than I was last week, or, ‘It’s taking
me a few more days to get the title I ordered.’ And that’s the beauty
and the horror.”

Putting the RMV Online
While budget cuts have deeply wounded the RMV, which will be
rolled into one giant state department of transportation next month,
Kaprielian has also found ways to save money while modernizing
its services. Since taking the post, more than 500,000 transactions
have been completed online – a 50 percent increase.
“Immediately when I walked, in I said, ‘That’s going to be our
area of growth,’” Kaprielian recalled. “It’s better for people and
we have the technology and capability, so we should put some
resources into that.”
In October, Kaprielian reinstated renewal reminders, using email, phone and text messaging systems supplied by a private contractor. “If I have a goal for however long my tenure is here, is that
many more transactions will be done online.”
After a year fighting a very public battle to maintain RMV funding while also being forced to close branches, the move is a bright
spot Kaprielian hopes is the first of many ways Massachusetts
drivers will be able to conduct their transactions without the wait
times that make going to the RMV a gauntlet.
“This was a great opportunity for me for a number of reasons,”
Kaprielian says, “but most importantly the goal is to leave the
place a little better than you found it.”
t
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ACCOUNTING

Why the IRS Sees Dealers as ‘Producers’
by Lauren
Carnes

Lauren Carnes is a partner and the tax director at O’Connor & Drew, P.C., and works
extensively with auto dealers in resolving
issues with the Internal Revenue Service.

I have sat through hundreds of year-end tax planning meetings
with my numerous auto dealer clients reviewing their projected
summaries of taxable income. Every spreadsheet included a
line referencing “inventory capitalization,” “Section 263A,” or
“Unicap.” I cringe as I try and explain what this represents and
how absurd the explanation sounds with respect to the daily
work done at an auto dealership.
How can the Internal Revenue Service (“IRS”) really think
that activities performed at an auto dealership constitute “substantial production activity,” requiring a complicated computation that results in the recognition of substantial taxable income
to the dealership on a yearly basis?
Recently, the IRS issued a memorandum of understanding on
this issue and its application to auto dealerships. The IRS, in its
infinite wisdom, has deemed an auto dealership a “producer”
whenever such auto dealership installs parts on new and used
vehicles owned by the dealership.
Additionally, costs associated with repairs and installations to
customer owned vehicles may constitute “handling costs” and,
finally, vehicles sold at wholesale, swapped, lease sales, and
various part sales do not constitute “sales to retail customers.”
The results of these interpretations by the IRS contribute to an
increase in the recognition of income to an auto dealer.
Why is this so important? If the IRS prevails, an auto dealership that carries inventory of new and used cars, plus parts and
body shop materials, valued at a level of $8,000,000, could have
to capitalize and bring into income approximately $400,000.
Referred to by many labels, i.e. “263A,” “uniform capitalization of inventory,” “Unicap,” it is important to understand
the background of Internal Revenue Code Section 263A and
its origin.

The Heart of the Problem
The Internal Revenue Code is based upon the premise that
there should be a matching of income and expense. Taxpayers that produce, acquire, store, and handle inventory incur numerous costs associated with this inventory. Before 1986, these
expenses were being deducted while the inventory item they
had produced and/or acquired had not been sold and revenue
not recognized. Accordingly, there was no matching of the exOCTOBER 2009 Massachusetts Auto Dealer www.msada.org

penses to the income until that inventory had been sold.
The Tax Reform Act of 1986 enacted the Uniform Capitalization Rules. These Uniform Capitalization Rules determined
what direct and indirect costs had to be inventoried and capitalized until the related inventory item is sold and what cost could
be currently deducted. After enactment of these rules in 1987,
dealerships had an increase in taxable income because costs that
were previously deducted were now required to be capitalized
to inventory.
The uniform capitalization rules of The Tax Reform Act of
1986, later defined under Internal Revenue Code 263A, were
intended for taxpayers with definite and significant production
activities. The Tax Reform Act of 1986 did address the issue of

“It is difficult to grasp
that an auto dealership
could be compared to a
manufacturer and be
expected to account for
direct and indirect costs
in the same manner.”
other taxpayers that carried inventory such as wholesalers/retailers and auto dealers, and allowed for an exception to the rules
if such production, acquisition, storage, and/or handling could
be considered de minimis or allowed for a simplified method of
such capitalization. The whole premise of 263A was dependent
upon whether the taxpayer’s activities constituted production,
wholesale and/or retail, or both.
The Tax Reform Act of 1986, and Internal Revenue Code
Section 263A, do not include a bright line definition of “production” and this has been left open to interpretation for many
years. The interpretation of “production” has been at the heart
of the problem of applying 263A to an auto dealership.
The application of 263A to an auto dealership has varied
amongst tax professionals. Many argued, rightly so, that the so
called “production activity” performed by an auto dealership
could be deemed de minimis and, therefore, these rules and the
corresponding deferral of deductions would not apply in any
circumstance. Some professionals determined that the “produc-

MSADA
tion activity” of an auto dealership fell into the wholesaler/retailer definition and, accordingly, used a simplified method to
capitalize a small amount of costs associated with the inventory
held by the auto dealer.
The lack of clarity surrounding the definition of “production”
resulted in a variety of interpretations on how to apply 263A to
an auto dealership.

A Brief Reprieve
In 2005, the IRS examined a local dealership and, in the
course of the exam it was discovered that 263A had not been
applied to the costs and inventory of the dealership. The agent
consulted with IRS’s 263A expert, located in Chicago, which
launched what became a four year battle on how 263A should
be applied to an auto dealership. The IRS took an adverse position against dealers on the issue and numerous auto dealerships
were audited and assessed under the premise that they were
“producers.” The IRS requested a Technical Advice Memorandum on the issue and TAM 200736026 resulted, which still did
not clearly define what constitutes “production” and what costs
need to be capitalized.
After a two year waiting period, the IRS issued an Official

Memorandum which provides IRS agents guidance on how to
proceed in the examination of auto dealership and how to apply
the 263A and the uniform capitalization rules to this group of
taxpayers. The memorandum determined that certain activities
of a dealership constitute “production” and does not allow for
use of the simplified method of capitalization. It expanded the
various activities that constitute “production”.
It is important to note that the IRS has suspended examinations of this issue with respect to auto dealerships effective
September 15, 2009 thru December 31, 2010, while it allows
dealerships to get in compliance with this issue as set forth in its
memorandum. It is important that you consult your tax advisor
as to what course of action you should take and how this might
affect your dealership. The actual memorandum can be found
on NADA’s website (www.nada.org).
It is difficult to grasp that an auto dealership, which simply
fixes new and used cars, mainly owned by customers, sometimes adding something of value, such as a sun roof, running
boards, could be compared to a manufacturer of vehicles and
be expected to account for direct and indirect costs in the same
manner.
t

Jim Ziegler, Automotive Industry Guru
Jason Stein, Automotive News, Editor

BOSTON CONVENTION AND EXHIBITION CENTER
www.msada.org
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Sound Off

MSADA

We’re Not Done Paying for GM/Chrysler Bailouts
By Mark Ragsdale
Critics of the government’s “Cash for Clunkers” (C4C) program were right. The complicated and expensive initiative has
robbed the industry of future business, creating an additional
2 million unit annualized sales loss. GM and Chrysler have
reported their September performance some 45 percent below
August results.
Who were the winning automakers and how are they doing?
Toyota has announced it is “grasping for salvation... as the yen
is at a very severe (72 yen to the dollar) level… just increasing
sales won’t make [us] profitable,” according to company CEO
Akio Toyoda. He’s not kidding. Projected to lose another $5 billion and selling 2 million fewer vehicles than just one year ago,
the automaker has made some game-changing decisions. Immediately following the government’s first C4C recap, Toyota
announced closure of its California Corolla-building NUMMI
plant. Ironically, the Toyota Corolla was the top-selling model
under the clunkers program. Following $60 billion in taxpayer
bailout funding of GM and Chrysler, another $3 billion in C4C
money went towards propping up ailing Asian automakers.
What did that additional investment buy us? Another closed
plant and more unemployment benefits down the road.

Public Healthcare or More Bailouts
GM and Chrysler are facing some harsh political realities
of their own. Congress’ reluctance to pass a public healthcare
option will reveal the true cost of running these companies.
$3.5 billion in annual retired UAW worker benefits serves up
a bigger bite than President Obama bargained for. Debt-free
balance sheets aside, taxpayers will not see a profitable year
out of either company unless the public option comes to pass.
Rocks are hard, water is wet, and regardless of how cheap private healthcare becomes, carrying a half-million retiree policies, as these companies do, is unaffordable.
The real question now is whether $1 trillion in additional
proposed healthcare spending becomes the latest final taxpayer
investment to save the already nationalized domestics. Since
the cat is watching the canary, the government has funded the
UAW who now owns these companies—the White House finds
itself in a conundrum. Either it gets the public option passed or
it must explain why more taxpayer funds are required to keep
GM and Chrysler afloat. As evidence, Chrysler is seeking a
government waiver to transfer some $10.9 billion in healthcare
obligations into a UAW owned trust. The union plans to capitalize the trust with Chrysler stock, selling-off its ownership
shares in order to pay for members’ healthcare expenses.

This begs the question: What is Chrysler stock worth and
who is buying it? Considering the UAW owns 55 percent of the
company, and that 55 percent is to cover $10.9 billion in healthcare liabilities, mathematics dictates the company must be
worth $19.8 billion, right? If that were true, Chrysler lost nearly
as much money last year than its present value. My guess, the
shares are worth what the government says they are and we will
buy them back—unless the UAW’s healthcare woes are solved
by Obama winning a tough legislative public option fight.

Broken Laws
In GM-land, Renault’s appetite for U.S. market entry has
waned. Consequently, Roger Penske’s plan to buy the Saturn
brand and stock its 350 dealerships with Renault-built Saturns
has collapsed. The company simply does not see ample rewards
associated with doing business here. Potential import tariffs,
executive branch control over CAFE standards, weak currency, impending inflation, union dominance under the proposed
“Card Check” law, government-controlled CEO compensation,
and government-sponsored flash-in-the-pan stimulus hangovers
fail to invite even the most ardent of risk-takers.
Did you know you would be paying for UAW healthcare
regardless of whether the public option passes? Did you know
the proceeds from the sale of Saturn would not go back into
GM’s coffers and that working capital must now come from
somewhere else? Did you ever think our country, under our
constitution, would tolerate such tyranny?
Sadly, many of the laws designed to deal with bankruptcy
cases, such as GM and Chrysler, have been broken. The properties of bondholders and profitable dealers have been pirated
by our government for the common good, and then summarily
redistributed to the more favored. The union was ingratiated
with entitlements and ownership of the very companies they
helped destroy. Dealers saw generations of their families’ investment and hard work shuttered in as little as 26 days—only
to witness their hijacked franchises being operated by the
dealer across the street. And taxpayers -- you and me -- pay
for all the debt required to underwrite the whole mess.
t

Mark Ragsdale is a former two-term MSADA director who
owned several dealerships. His book Car Wreck; How You
Got Rear-Ended, Run Over, & Crushed by the U.S. Auto
Industry (Langdon Street Press $15.95) is due January 2010.
He will be signing copies at the 2010 NADA Convention.

Views expressed in the “Sound Off” column do not necessarily represent the opinion of the MSADA

Do you have an opinion you want to share? Send submissions to tnash@msada.org.
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LEGAL
by Josie Martinez

Dealers’ Rights to Phantom Profits
In other words, manufacturers are required by law to pay dealers retail rates for
warranty reimbursement.
Everyone knows the two universes of
the service department -- warranty and
customer pay. However, there is a further
breakdown -- labor and parts. I’m focusing on parts because, for the most part,
dealers have been diligent about assuring
their rates are consistent. It turns out there
is large discrepancy between the amounts
dealers are reimbursed for parts in warranty
repairs versus what they charge in customer
pay situations.
Based on a recent survey, most Massachusetts dealers charge a non-warranty customer cost plus an 80 percent mark-up for
parts they use in customer pay transactions.
However, dealers will only recoup cost
plus about 40 percent from the manufacturer for the same parts if they’re doing warranty repairs. Toyota has voluntarily started
paying manufacturer suggested retail price
(“MSRP”), but MSRP is still not retail and
most likely at least 15 percent less.
The bottom line is the manufacturer, al-

though required to pay the dealer the full
retail amount, is only paying a reduced
warranty reimbursement rate which means,
the dealer is losing out on anywhere from
15 percent to 50 percent in parts markup.
When you consider the amount of service
Josie Martinez is an
that a dealership performs in this day and
attorney for M c C arter
age, this can mean a significant amount
& E nglish , LLP.
of money. For even the smallest dealers,
this leaves a discrepancy of hundreds of
In this economy, who couldn’t use some
thousands of dollars over a small period
extra cash? With the current economic cliof time.
mate, everyone, including automotive dealIn many states the push for resolving
ers, are trying to find ways to increase revthis discrepancy is much further along.
enues while limiting expenses. What very
New York, New Jersey, Maine and Florfew dealers in this state realize is that such an
ida have all recently amended their laws
opportunity exists right under their noses.
to make sure that manufacturers, required
Here’s a little known fact: Massachusetts
to pay retail rates for warranty work, candealers unknowingly subsidize their manunot recoup such costs by implementing
facturers by accepting less than retail-level
an across the board surcharge on dealers,
reimbursements for parts used in warranty
something they could still do here in Masreimbursement work. As dealers are probably
sachusetts until the law is changed (legaware, every manufacturer sets the invoice
islation currently in the works). Various
price on vehicles, inherently including an
states also have process statutes in place
amount to cover warranty service for the first
setting forth the procedure by which to
three to four years of a car’s life. Put simply,
determine the prevailing retail rate so that
manufacturers get paid upfront what they may
manufacturers cannot play with
shell out over time to their dealers.
the numbers or move the ball in
In some other states, dealers
order to thwart dealers’ efforts.
have pushed the envelope and
So, how does a dealer figure
decided to make manufacturers
out how much money is being
cough up the money they are
missed out on and what should
supposed to pay by law. Perhaps
be given for warranty work? The
now is finally the time for MasRecovering Phantom Revenue
good news is, while the law is
sachusetts dealers to follow suit.
Lost in Warranty Repairs
not self-executing, the process is
In 2002, the law in Massachurelatively painless and low-cost.
setts changed such that manufacMany dealers have avoided pursturers, according to Chapter 93B,
ing this “phantom revenue” for a
Section 9(b), are required to “adevariety of reasons -- ignorance
quately and fairly compensate any
of the law, fear factor, costs, etc.
motor vehicle dealer who…furTwo sessions:
None hold any water. Ask yournishes labor and materials pursuant to the warranty agreements.”
self, “Couldn’t I use some ador
The statute further defines “fair
ditional revenue right now?” To
and adequate compensation” to
put it in perspective, one dealer
be “computed at the rate normally
in New York just went from getcharged by the motor vehicle dealting reimbursed at cost plus 40
For details, contact Vivianne Hoag at (617) 449-6577;
er to the public for labor and matepercent to cost plus 106 percent.
vhoag@mccarter.com or ssilverman@mccarter.com
rials and shall include a fair charge
This could be you.
t
for diagnostic and test services.”

McCarter & English
Webinar:
Scott Silverman and
Josefina Martinez

November 9, (12–1 p.m.)
November 10, (5–6 p.m.)
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AltWheels Comes to Framingham

by Julie
Cunniff
Julie Cunniff

is marketing

coordinator at

Trucks, Inc.

Minuteman

For years dealerships have looked for ways to
be more efficient, cut costs, and reach out to customers. Today dealers have added being green to
that list. Attendees to AltWheels Fleet Day at the
Staples World Headquarters in Framingham earlier
this month, learned about the stresses and challenges fleet managers are facing in this ever changing
economy and emissions environment.
AltWheels Fleet Day is an emerging event about
alternatives for fleet managers, where they can examine the latest technologies, explore best practices,
and share results with others in their field. Currently
in its fifth year, AltWheels has grown from 100 attendees to 350 strong. Alternative fuels are no longer a vision; they are reality.
The number of technologies presented at AltWheels exceeded the expectations of many participants. The event covered everything from hybrid,
electric, and plug-in hybrids, to biodiesel, and hydrogen fuel cell technologies. The 34 sponsors
ranged from Ford Motor Company and Massport to
Azure Dynamics and Minuteman Trucks; each there
with the goal to inform others of technologies they
can provide or are currently using to reduce fuel
consumption and emissions.
The importance of AltWheels
Fleet Day is the gathering of
fleet managers, professionals
in the field of alternative fuels,
and providers of alternative fuel
vehicles. Enthusiasm could be
seen in every seminar and breakout session throughout the day.
Everyone was there to be educated, ask questions, and learn
from their peers’ successes and
experimentation.
Questions
were raised about the safety of
current technologies, hybrid
funding availability, and the
return on investment of such
alternative fuel vehicles.
Fifty speakers answered
questions, demonstrated new
technologies, and directed attendees to other professionals
that might be better able to
assist in answering their questions. Having the tools and
data needed to support a de-

“Alter native fuels
are no longer a
vision; they are
reality.”
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cision for alternative fuel vehicles plays an important role in the decision making process of any fleet
manager. As a sponsor Mass Clean Cities Coalition,
which is part of the U.S. Office of Energy Efficiency
and Renewable Energy’s Vehicle Technologies Program offered to assist fleet managers in selecting
technologies that might best fit their needs, locate
available state and federal funding opportunities,
and assistance in submitting applications.
With more than 50 vehicles on display and 25 of
those available for Ride n’ Drive, this was truly a
showcase of alternative fuel technologies in action.
The agenda for the day was jam-packed with topics consisting of fleet strategies, fuel and technology options, and fleet financing. There were also a
number of different breakout sessions addressing
specific vocations and technologies.
New technologies are not necessarily a new topic.
At the “Heavy Duty Fleet Options, Strategies & Experiences” roundtable discussion where fleet managers
discussed technologies integrated into their fleet over
the past five or so years. Managers of commercial
truck fleets have taken risks incorporating alternative
fuels and idle reduction technologies into their fleets
for quite some time. Braun’s Express, Hartt Transportation, and Poland Spring/Nestle Waters North
America are just some of the companies using aerodynamics, wheel, tire and idle reduction technologies
as a way to reduce fuel consumption – all to reduce
expenses. Companies like these involve employees
and reward them for their efforts in going green.
The greatest successes are seen when drivers are
engaged and committed to reducing idling time.
Even those that contract out such as TJX Companies
are looking for ways to go green. As a result they are
rewarding bids to those carriers that have SmartWay
certified vehicles. They are also reusing material being thrown away and are incorporating recycling efforts into their day-to-day activities.
As years go by it is inevitable technologies will
change and evolve, producing greater advances than
we can even wrap our heads around at the moment. It
is our duty as dealers to be aware of today’s technologies, educate ourselves to the concerns of our customers, and assist them in integrating technologies
we may have to offer into their fleets. What is there
to be learned from this? As Arie de Gues once said,
“Your ability to learn faster than your competition is
your only sustainable competitive advantage.”
t
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How to Maintain Premises Security
By Steven Megee

Steven Megee is regional sales manager
at t h e F r a m i n g h a m R e g i o n a l O f f i c e f o r
Z u r i c h N o rt h A m e r i c a C o m m e r c i a l ’ s
Programs & Direct Markets’ business unit.

Vehicle theft, burglary, assault, pilferage
and vandalism are significant problems.
When employees, customers, vehicles
and other property are at risk, the importance of effective premises security can’t
be overemphasized. All aspects of physical security must be assessed including lot
protection, key control, vehicle security,
inventory control and building security.

Lot Protection
• Install a six-foot high chain link fence
topped with three strands of barbed wire
to enclose property.
• Close or secure unused entrances to
channel traffic through controlled points.
• Install three-inch to six-inch diameter
posts four to ten feet apart with chain or
cable between posts.
• Use landscaping and natural terrain
– ditches and embankments - to enclose
storage lots and display areas, if aesthetics are a concern.
• Consider installation of intrusion alarm
systems on fences and gates.
• Illuminate all areas with exterior lighting, leaving no shadows or dark areas.
• Hire a contract security service to patrol
the facilities during non-working hours.
• Request that the local police department
to increase patrols of the premises.
• Consider installation of closed-circuit
surveillance cameras.
• Stop and question any person who enters
restricted areas and assist them to the
proper area. Confirm any story.

Vehicle Security
• Park vehicles closely together and bumper to bumper.
• Remove keys from all unattended vehicles, including customer cars in the service drive.

When employees, customers,
vehicles and other property
are at risk, the importance of
effective premises security
can’t be overemphasized.
• Park target vehicles inside or within the
most secure area available, whenever possible.
• Remove and store spare tires, wheels
and wheel covers until the vehicle is delivered.
• Remove CD players, mobile phones, antennas and C/B equipment when not built
in.
• Install wheel locks and sell them with
the vehicle.
• Install vehicle marking, tracking or antitheft systems and sell them as options.
• Keep gas tanks almost empty.

Inventory Control
• Account for every vehicle every other
week by conducting a “hands-on” inventory.
• Assign one trusted employee responsibility for inventory control and record
keeping.
• Know your inventory and maintain consistent display patterns (open spaces
indicate missing vehicles).
• Maintain a demonstration log and make
a copy of the customer’s drivers license.

Building Security
• Illuminate all exterior areas of the building.
• Equip exterior doors with double-cylinder deadbolt locks.
• Weld or otherwise secure pins on exterior doors to prevent removal.

• Install heavy metal doors and door
frames.
• Protect exterior windows with security
(wired) glass or “burglar bars.”
• Protect skylights and other roof openings against forcible entry.
• Post signs stating the premises is protected by burglar alarms, surveillance
cameras, etc.
• Consider installation of burglar alarm
systems, monitored by an Underwriters
Laboratories (UL) approved central station monitoring service, in all buildings.
• Adding cellular back-ups to the burglar alarm system improves reliability
– thieves cannot defeat the alarms by cutting the phone lines.

Key Control
• Written responsibilities for those accountable for the keys – both inventory
and facility
• Key security that assures that keys will
be tracked by some method
• Daily key inventory
• Keys must be removed from all unattended vehicles and lock boxes at close of
business
• Secure vehicle test drives
• Secured customer vehicle keys
• Limited access to key cutting apparatus,
keep a log of the serial number and who
requests it.
• Program audits
t

www.msada.org Massachusetts Auto Dealer OCTOBER 2009

16

NEWS

from Around
the Horn

METHUEN

Wall’s Lincoln Mercury Will Close
On November 30, John Wall Sr. will close the Lincoln Mercury dealership he has operated in Methuen for 33 years.
Wall said the move was not forced by Ford, and that he has decided to
focus on his Ford dealership, which he opened in Salisbury in 1997. Wall
told The Eagle Tribune that the dealership, which employs 30, will be
expanding.
“The business climate being what it is, sales are down nationally,” he
was quoted as saying. “We could ride it out, but we felt we were better off
to put all our eggs in one basket and do a great job with one dealership
rather than spreading ourselves too thin and running two dealerships.”
Wall said around a dozen employees will be laid off when the Lincoln
Mercury dealership closes.

MSADA

BOSTON

Saturn’s Demise Will Hit Nine
Massachusetts Dealerships
Massachusetts’ Saturn dealerships in Norwood, Raynham, Medford,
Hyannis, Worcester, Danvers, Lowell and Haverhill will lose their franchises by January after Roger Penske’s deal to buy the brand from ailing
GM fell through early this month.
It was reported that the Penske deal fell through after an agreement
couldn’t be reached with French automaker Renault to supply vehicles.
“This is very disappointing news and comes after months of hard work by
hundreds of dedicated employees and Saturn retailers who tried to make the
new Saturn a reality,” GM CEO Fritz Henderson said in a statement.
MSADA Executive Vice President Robert O’Koniewski told The Boston Globe the loss of the brand could mean hundreds of job losses if employees aren’t reassigned to other dealerships, adding Saturn’s departure
will also hurt Massachusetts consumers by reducing vehicle choice and
competition.
SALEM

Hillcrest Chevrolet Plans Post-GM
Future
The Salem News reports Hillcrest Chevrolet, which has operated in the
city for 25 years, will continue on with used vehicle sales and its service
shop in the wake of receiving word that they are a wind-down dealer.
Owner Rob Cerundolo said he was upset by the news of the termination,
but that new car sales were not a large part of his revenue.
He told the News his business model would shift toward competing with
Pep Boys and Valvoline shops in the area.
“Our motto is: 10 percent less than Pep Boys,” Cerundolo told the News.
“We’ll do everything for 10 percent less.”
A possible new franchise is also in the works.
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Calendar
Wednesday, October 28
• Southern Auto Auction, East Windsor, CT
• Lynnway Auto Auction, Lynn, MA

PLYMOUTH

Honda Dealership Comes
Between ZBA, Planning Board
Two bodies of Plymouth’s government are eyeing lawsuits over whether
a Honda dealership is allowed to be placed along a highway, The Old Colony Memorial reports.
The debate started when the Zoning Board of Appeals approved a plan
to place a new dealership in a highway commercial zone, a decision the
Planning Board says goes against zoning ordinances.
A group called Sunna LLC is the project’s main investor, although
there has been heavy backing by Honda. Sunna has told Plymouth officials the dealership would bring in 64 jobs.
After appealing the ZBA ruling, the board now must find an attorney
to represent their case in court against the ZBA. The board plans to present the minutes of a Town Meeting from 2000 in which auto dealerships
were removed from the allowed uses for another applicant.
“I still don’t feel comfortable with the town suing the town,” Planning
Board member Bill Wennerberg told The Memorial. “I just think it’s kind
of an ugly precedent and not one I like.”
The Memorial reported a majority of the selectmen support the dealership being placed along the highway.
“Of course I support the Honda dealership,” Selectman Butch Machado
told the paper. “It puts people to work, it brings taxes to the community,
and it asks for no services.”

Friday, October 30
• RMV Q&A at ADESA Boston
Framingham, MA
Sunday, November 1
• In Control Advanced Driver Training
North Andover, MA
Monday, November 2
• RMV Q&A at Quincy Auto Auction
Quincy, MA
Wednesday, November 4
• Southern Auto Auction, East Windsor, CT
• Lynnway Auto Auction, Lynn, MA
• In Control Advanced Driver Training
Senior Citizen Class
Weymouth, MA
Saturday, November 7
• In Control Advanced Driver Training
North Andover, MA
Weymouth, MA
Sunday, November 8
• In Control Advanced Driver Training
Weymouth, MA
Wednesday, November 10
• Southern Auto Auction, East Windsor, CT
• Lynnway Auto Auction, Lynn, MA
Thursday, November 12
• RMV Q&A Auto Auction of New England
Londonderry, NH
Wednesday, November 18
• RMV Q&A at Southern Auto Auction
East Windsor, CT
Lynnway
Auto Auction, Lynn, MA
•

Are you selling or
buying? Hiring?

Classified
Advertising
Send inquiries to
editorial@msada.org
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NEWS from Around the Horn
SUDBURY

Herb Chambers Opens
New BMW Location
In late September, Herb Chambers added a new
dealership to his massive lineup, opening a BMW location
in Sudbury.
The 70,000 square-foot dealership is the third largest,
located on six acres near Route 20. Amenities include a
three lane drive-in service reception area, a “television
lounge” equipped with a fireplace, children’s play area,
sales lounges, a coffee bar and café and an outdoor patio.
Chambers purchased the franchise from Foreign Motors
West in 2007, which also included Rolls Royce, Mercedes
Benz, BMW Bentley and Land Rover brands. The Sudbury
BMW dealership replaces the Foreign Motors West BMW
located in Natick, which will still sell Mercedes-Benz.
Chambers plans renovations for that dealership as well.
“This is very important for us, and we are very excited
about expanding our presence in Sudbury with the addition
of this luxury brand,” Chambers told The Sudbury Town
Crier.
The new dealership also features a 15-car two story
showroom, a six-car exterior display area, 40 service bays,
six reconditioning bays and an automatic car wash.
WEST SPRINGFIELD

Kidnapped Balise
Employee OK After Suspect
Caught in Wisconsin
A salesperson at Balise Honda was briefly kidnapped recently after a man allegedly stole a 2010 Honda Accord
while on a test drive, speeding down the MassPike at 120
miles per hour before letting him out at a toll booth.
Balise Honda GM Larry Bass told 22News that the employee called the dealership from his cell phone but did not
call the police to avoid angering the suspect, 32-year-old
Aleh Kot.
Kot was apprehended by police in Janesville, Wisc. At
3:30 a.m. the next morning, reportedly on his way to the Canadian border. The Wisconsin police stopped Kot for speeding, then realized the car was stolen after running the plate
number.
West Springfield police told 22News Kot will face kidnapping, larceny of a motor vehicle and unarmed robbery charges.
He is expected to be extradited back to Massachusetts.
The Balise employee was not harmed during the incident; his name has not been released by West Springfield
police.
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PEABODY

Serial Con Man Convicted of
Stealing SUV
The Salem News reports Kerr Carrington was convicted
and sentenced to 12 to 15 years in prison earlier this month on
larceny charges after driving away with a vehicle from Land
Rover of Peabody -- telling them a bank in Texas would wire
transfer $73,000 after putting down a $1,000 deposit with a
stolen credit card.
The 2008 scheme was not a first for the 35-year-old Carrington, having been convicted of a similar fraud in 1995. He
was sentenced to four years in prison, but not before bilking
Citibank out of $400,000 while out on bail.
The News also reports that in 2004 Carrington set up a
fraudulent company called Google International and tried
to sign on advertisers.
A judge also warned Carrington after the trial not to contact
jurors, after one reported he had written her asking if jurors
had “Googled” him during the trial, during which he represented himself.
According to The Lynn Daily Item, during the trial Car
continued on next page
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NEWS from Around the Horn
Serial Con Man Convicted of
Stealing SUV
from previous page
rington told the jury sending him to jail would not keep him from
trying to scam people, calling it a “compulsion.”
Carrington is still facing trial on fraud charges in Middlesex
and Suffolk Counties.
He was apprehended roughly one year ago, and has received
credit for time served so far.
ORLEANS

Stagg Chevrolet Employee
Admits Stealing
A 13-year Stagg Chevrolet employee was recently found guilty
on three counts of larceny after stealing an estimated $43,000, The
Cape Cod Times reports.
The employee, Christien Atwood-Calverley, began stealing
from the dealership in 2000. According to court documents, during
an eight year span that ended with her leaving the dealership for
Nissan of Bourne in 2008, she gave herself bonuses, commissions
and vacation pay she had not earned.
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In addition, Atwood-Calverley reportedly took discounts on
six cars she had purchased from the dealership and took money
from the Stagg’s account to pay for them. She would also mark the
vehicles’ repair bills as paid.
Finally, Atwood-Calverley also took the dealership’s credit card
and forged signatures to keep anyone from discovering its misuse.
“We don’t really know what she stole,” Peter Stagg told the Times.
“It’s just unbelievable that someone who has been treated like family
could steal for this long a period of time.”
Atwood-Calverley received a suspended sentence of one year in
jail four years probation at a sentencing hearing in early October.
She was also ordered to pay $13,292 in restitution for the amount
the Stagg’s paid for a fraud detection team to go over records.
The amount Atwood-Calverley stole was covered by the dealership’s insurance company.
Marilynn Stagg told the Times the fraud was discovered in May
2008 after Atwood-Calverley left the dealership, saying she called
to tell them she was owed for two week’s vacation pay.
When the Stagg’s checked the payroll, they found 13 weeks of
vacation pay had been taken in two years – totaling $11,050.
“If she hadn’t been so greedy, looking for that extra two weeks,”
Marilyn Stagg told the Times. “Then we found the (transferred)
money, the car payments, the ID theft, and the forgery.”
t

NADA Update

by Ray Ciccolo

Babson Grads Encourage Fellow Dealers to Enroll
Getting ready for the flu; NADA names 2010 director;
20 Group programs continue
After completing the National Automobile Dealers Association’s Dealer Executive Education at Babson College,
graduates of the charter class have one bit of advice for other
automotive professionals considering the program: Enroll.
“As a leader, one needs to be constantly growing. Just as
we train our employees, we need to train ourselves,” says
Christine Caron, general manager of Honda Village in Newton. “Business is an evolving landscape that we must evolve
with or get swallowed up. This program is an investment in
the security of your future.”
The charter class of NADA’s Dealer Executive Education
program began in March 2008. Students completed six oneweek sessions, which were spaced about three months apart
on the campus of Babson College in Wellesley. The students
graduated in July 2009.
Babson College is recognized internationally for its entrepreneurial leadership in a changing global environment.
Its custom programs focus on a continuous learning cycle
that empowers executives to acquire and apply knowledge, achieve results and identify new opportunities for
achievement.
“Babson has been the perfect partner for NADA in this
new program, and the timing could not have been better for
this charter class,” says John Lyboldt, NADA vice president
of dealer operations. “Their faculty has been flexible and
willing to customize what they do so well for the automotive industry.”
Its MBA program has been ranked No. 1 in entrepreneurship for 13 consecutive years by U.S. News & World Report.
To learn more about the NADA Academy leadership development programs, including the Dealer Executive Education at Babson College, call (800) 252-6232 x 5 or e-mail
dealeracademy@nada.org.

Dealers Urged to Maintain Efforts
on CFPA
Late last month, after dealers from across the country
gathered in the nation’s capital for NADA’s annual legislative conference, Congressman Barney Frank (D-Mass.),
who chairs the House Financial Services Committee, announced that he plans to exclude auto dealers from being
regulated by the provisions of the proposed Consumer Financial Protection Agency (CFPA).
Dealers who visited Capitol Hill told their congressmen
that auto financing should not come under the authority of the
new agency as it is already regulated by other federal agen-

cies and the states. Under the proposed CFPA, any business
that extends credit—whether a discount retailer providing
layaway services or a lawyer or doctor who allows a client or
patient to carry a tab—would be subject to new rules.
Although NADA was pleased by Rep. Frank’s announcement, many legislative hurdles remain. So NADA
urges dealers to continue to contact their members of Congress to encourage them to exclude auto financing from
this legislation.
On October 1, an MSADA contingent of President Jim
Boyle, Directors Chris Connolly and Scott Dube, Executive Vice President Robert O’Koniewski, and legislative
agent Jim Hurrell met with Congressman Frank’s chief legal counsel and the Committee’s counsel, as well as with
members of Congressman William Delahunt’s staff, who
helped to arrange the meeting. Your Association leadership
discussed specifically how the proposed legislation, even
with the so-called exemptions, would adversely impact auto
dealers and their customers. Congressman Frank’s staff
agreed to entertain proposed changes that would address the
uncertainty in the language. At press time, the Committee
entertained an amendment offered by Rep. John Campbell
that would create a legitimate dealer exemption. This was
approved on a 47-21 vote.

In other legislative and regulatory news…

IRS Offers New Directive on UNICAP
The IRS industry director, Heavy Manufacturing and
Transportation, Large-and-Mid Size Business Division, issued a memo September 15 offering auditors direction on
conducting Uniform Capitalization audits of franchised
dealers. The memo, Tier III—Field Directive on the Planning and Examination of IRC § 263A issues in the Auto
Dealership Industry, is not official law or the IRS’s position, but it includes an “audit tool kit.”
Further, the memo notes that the IRS is suspending examination of § 263A issues—UNICAP issues—through 2010
“to encourage compliance” and to let dealer-taxpayers “voluntarily change their methods of accounting to comply with
the legal reasoning outlined in [a September 2007 Technical
Advice Memorandum].”
The memo also addresses UNICAP examinations in progress. Dealers should consult with their tax practitioner concerning this development. More info is available at www.
nada.org/regulations.
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NADA Update
Get Ready for the Flu
The Small Business Administration is encouraging small
business owners to create a plan and talk with their employees to make sure they’re ready for what’s expected to be a
bad flu season. Even one or two employees out for a few
days can adversely affect operations and the bottom line,
says SBA administrator Karen Mills. To help employers,
SBA has created a flu preparedness guide. It includes tips on
writing a continuity plan for operations as well as measures
to help keep employees healthy. It’s available at www.sba.
gov/flu.

In NADA news…

Oregon Dealer Ed Tonkin Nominated
as 2010 Chairman
NADA has elected Edward C. Tonkin as chairman for
2010. Tonkin is vice president and general counsel of Ron
Tonkin Dealerships in Portland, Ore.
“It’s humbling to be elected by your peers to such an important position,” says Tonkin. “It’s an honor.”
Tonkin, who earned a Juris Doctor degree from the University of Washington, says his knowledge of the law will
help lead the association through a myriad of legislative and
regulatory challenges in 2010. Tonkin will be the second
NADA chairman in as many years to follow his father in the
position. Ron Tonkin led the association in 1989.
“I’ve always liked to be a part of shaping things,” Tonkin
says. “I like the idea of being part of the solution, not part
of the problem.”
The NADA board of directors also elected Stephen W.
Wade as 2010 vice chairman. Wade is president of Stephen
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Wade Auto Center in St. George, Utah.
The election was held last week at NADA’s legislative
conference in Washington, D.C. Tonkin and Wade will officially take office at NADA’s Convention & Exposition in
Orlando, Feb. 13-15.

Florida Dealer Wins an Energy Star
Small Business Award
Preston Hood Chevrolet, Fort Walton Beach, Fla., was
one of just seven businesses nationwide chosen by EPA
for the annual Energy Star Small Business Award. Preston
Hood employees formed a Green Team a year and a half
ago and used the NADA/Energy Star publication, Putting
Energy into Profits, as a guide. They targeted lighting by
using fewer bulbs, rewiring to cut wattage by 50 percent,
increasing natural lighting, and installing occupancy sensors
and photocell controls. They also replaced AC and heating
units with Energy Star–rated equipment.
In all, the dealership cut electricity by 12 percent last year,
saving $16,000, and cut gas heating costs by 34 percent,
saving $7,000. They also launched a recycling program.
“Changing the way a company does business after 40
years is a challenge, to be sure, but Preston Hood Chevrolet
has a legacy of being a committed community partner, and
we felt starting this energy-saving program was the right
thing to do for the area we call home,” said Taylor Hood,
general manager.

Roll-out of New 20 Group Composites
Continues
New NADA 20 Group financial composites for Volvo,
Jaguar, and Kia debuted in September. These are pulled directly from the OEM financial statements and deliver the
numbers dealers need along with more than 80 reports and
customized comparisons. Dealers using the new composites
report that they are helpful in making the projections and decisions that lead to increased profitability. New composites
for all makes will be rolled out by year-end.
For a demo, visit www.nada20group.org/elearning. For
more info, e-mail nada20group@nada.org. Call (800)-2526232, option 3, for the scheduled rollout of your franchise
make.
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Ray Ciccolo, Village Auto Group,
represents MSADA members on
the NADA board of directors.
He welcomes your questions and
concerns (rjciccolo@aol.com).
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